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I. DEVELOPMENT OF THT ORGANIZATION (F INDUSTRIAL ADMINISTRATION

The ZIirst act of the Soviet State in organization of industrial admin-

~ istration was the oreation of the WorlMers' Comtrol (Rabochiy Kontrol'). The

~ wtatute was estadlishing procedmres, promulgated 27 November 1917, gave the
Vorkers' Control mita the right to superwise jroduction, to fix output
minisgns, and to establish mreceiures Yor ascirtaining net costs of derivative
products. Aleo included was the right of access to all busiuess sorrespondience
end ownexs of enterprises were obliged to make availsble cll past anl ourzent
bocks and accounis. Workers' Control wes introduced ip all industrial dntn-
prises eaploying workers at plantysites or in their homes.

Industrial entorprises, left by the ewners or confiscatel from them,
were turned over to the direct administration of the workers. The
Soviet of National Beonomy (VSNER), activated .15 December 1917, wes vharged
with the responsidility of providing uniform control of work in such enter-
yrises as well as the wnification of work of Workers' Control units ia all «~i -
other enterprises.

The m vag composed of repremsutatives from the economic commimsariats
with the entire ctaff of the All-Russiar Woerkers' ContrdlSoviet, making for
unity in the work of both agencies. The first VEMEKh statute gave it suparvisory
responsidility for exgenising: all thie v.tionfd ecomomy amd finances. In 1518-
1919 a mader of ites generel functions wire assigned to other agencies, after
which the VEREh ccacentrated on the administration of all industry with the right
of confiscation, requisition, sequestration, ami compulsory syndication of various
branches of industry. The most important historical step was the natiomalization
of industry, which the VENKh sucoessfully carried owt, making the adjustmsats
necessary for state administretion of enmterprises. The organization and structure
of the VENEh during the sivil war period was characterized by tho system of so-
called "Glavkimm" (System of Main Mmiimistrations). This system can be deacrided
aa follows: the "Main Adningstrations” and “"Centers)™ set up unier the VEazh,
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weTs not  only unite of: management, planning. and.-zontrol,:but also mwits of . .
direct administration of all state industry. En%terprises were mede completely
depentont operationally upor Main Administrations, from which they received -
funde according to estimates, provieions in terms of rosters, articles of
tschnical supply by order, ani to which finally they delivered all thair
products free.

The plant sdministration amd iocal unita of the VSNEh -~ the gubsownarkhoz
(guberndya sovists of national economy) -- had mo rights as to the disposition
of the matsrial resowrces of the enterprise. The administration of iodustry
was rigidly centralized in a vertical iine. A1l edministrative channels met
in the respsctive mein aiministration; and this system was edapted successive-
\y to all enterprises of any size. Bvery Main Administyetion was headed by a2
Workers' Boaxd (Kollegiye) of from gix to nine representatives from trade.
uions and various public enterprises. These Loarde were elected at con-
gressus of enterprile representatives fromewexy branch of irdustry andl were
confirmed by the VBNEh.

Although the Main Administrations and the centers were officially in
charge of the production sections of the VSNEh, the centers 414 not in fact
play & substantial role,ams thi:c deciding factors in the administration of
industry were the Haim Administrations. However, in the apparatuj of the
VENER there was a unit vhich playd & most important role at thal time, the
Tt1lization Commission (Eomiseiye Ispol'zovaniya) vhich wds concornsd with
the piobleme of distributing iddustrial cutput. The Utilization Comeission
decided how much volume of produciion was neoestary to retisfy mass demands,
how mmoh to leave ir reserve, anmd finally, how much to leavs In the congumption
fund of the imdusiry itself. The Mpin Adminisiraions' oentars showed the
groatest respect for this body.

The sonversion ¢f the country to peacetims work in the restoration of
the war-destroyed economy demarded, firsv, measurps for the speediest restor . far
ration-and further strengthening of tho 3tate indtistries, especially heavy
industries. In connection #ith the new tasks and: the conversion to the KEP
(Tew Econamic Policy), the system of Main Administrations was adolished as
not suitable for the new economic situation.

By decision of the BighthAll-Kuseian Congrese of Soviets, the Main
AMministrations and centers were reorganized. Only the larger enterprises
remained under ths direct administration of the Main Administrations and
centera; the remainder were trensferred to the administration of the VEREh.
Orgarizational forms of industrial administration develored with tbe growth
of operational independence and initiative in the lover links of this chain.
A nev type of sconcmic unit appezred: the "assosiation’ (cvb'yedincilye,
1iterally "wnification™) of enterprises, functioning cn t.s basis of cuat
accouating under tke coutrol of a main administration of the VEHKR or df the
guberniya soviets of national economy, and responsible for the fulfillwent
of the plan, quality of production, and care of property. Taese asgsooiations
500D Teceived the name, "trusts" and were given legal etatus by the "Statute
of State Imdustrial Trusts,” approved 10 April 1923. Differing from the
operaticnal activity D industriul work precticed by the former Main sdmin.
igtrations and centers, tke role of the VENEh apparetus in tails pericd vaa
limited principally to one of directing the organizational and plsnning
aotivities of the trust. In this same period ths eyndicates arose, vhich
were specisl somesrcial (torgovyy) unione of giate imdustrial trusts.

In connection with the establisilment of the URBSR, the organtzational
structure apd adminigtration of iniustry undervent furtker changes. The
centrelized state industry, unde> the contrul of the WSHEh, wa3 subdivided
into All-Tnion industry amd industry sutordiinate to the respective republics.

The chief unit of iniustrial sdministreticn in this period was “he trust.
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Primerily fulfilling production fumctions and ‘subcrdinate to the symdicates in
netters of supplies and marketing (snabzheniye i sbyt), it was later transformed
into the association. The VSNEh orgsns managing trusts ard syndicates were the
dirvectorates (1923-1926) and Main Administrations (1926-1930) which in 1930 were
morged with the syndicates into associations.

The scope end volums of the planped initial atages in the adminlstration of
state induetry required a broeder planning apnd menaging role for the VS¥Eh, which
vas reflected ir a new trust law, promlgated 29 Tune 1927 (USSR Soviet Law Mo 39,
P 392). It also hrought ebout the syndicate law promulgated 29 February 1928
(Sovist law 1928, Fo 16, p 129).

The pericd of struggle of the trus’ for the industrielization of the
countxy voderwent significent organizational changes in comparison with the
truste of the first years of the Few Economic Policy. Having complsted the
restoration of inmdustry, the Soviet State turned to the prpblems of recon-~
gtruction. The rapld growth of large state industries, the rapid exclusion
of privete ovmers from trede, and especially from vholesals busiress, re~
quired more inteneive planning ast-directicn of trust operations by the VEERL
and new legal forms for control by a central regulating suthoritvy over the
turnover within industry. The laws which developed rapidly in the iperisi
dtsovgsed, were compmlaory laws, staplerdized prices, general agresments,
credit plans, etc. : :

The decree on Lrusts, 29 June 1927, was a legel expressioy of the economic
shanges vhich nsd taken place. If. accorling to the Statute of 1923, the truaty
had the purpose of "deriving profits,” according to the Statute of21927, the
trumt-bdodme defipai.ma s stale industrial enterprise "acting on the breis of
oommercial principles in conformity with planned isasks’ ratified by the
institution within whose Jurisddotion. the trust is set up. This revieion,
by excluding the words "for the purposes of dsriving profits” and inserting
the worde "in conformity ¥ith plannsad tascks," answered fully the directives
of the party and govermwnt for the strengthening of the plammed managemsnt
of inlustry. Yurther, if under the Statute of 1923 the trust was considered
40 be wmore or Jess an autonomous economic unit, and sabject to the Juripdiction
of the VENEh or to its corresponding local unit, the dependence of the trust
upor *he units managing it becams now more definite, and ths entire work of
the trust cems more fully within the program of the plan establishsd amd '
confirmed by the VENERh. .

Very sssential changes in the interrelation between the trust am
the entorprizes comprising them were introduced by the Trust Law of 1927.
The Duust Lav of 1923 trwated those enterprises as "establishmenis”
YZavadeniys! not having indepepdence. Under the Trust Law of 1927, howewr,
they received operstiomal rightc.

The strengthensd role of the ayniicates (1926-1929) greatly restricted
the independence of the trusts in matters of eupply and aarketing, since
they concentrated trade functions within themselves. Gradually the symiicates
decamsthe rrimcipal furces through which the Soviet State carried out its
economic policy concerning all state industry. Originally the taske of the
syrdicates inciuled only the realization of the trusts' production, providing
them wiik rew materisls and technlcal needs. With each year, however, these
functions expsnded, and the rols of the syndicates steadily becems grester
and more general in scope.

By the end of 1929 the aymdicates gradually concentrated within themaelves
coaplete povers of supply and marketing for those brancheu of irdustry for which
they were organized, but now not only decide such questions, but also diotate
o the trusts comditiors of production and capital development. The actual
establishment of plansg for states induoty, s a whole, vare made throuch the syniicates.
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o In them, in fact, wsre decided quegtions of trust fimmcing ani crediting under i
Wk ( . - the plan, It wae noi without resson that the state syndicates of this perisd
K wery called “tts real masters of industry " '

With the broeder scope of synlicates, the activity of the trusts was great-
1y eltered. While the trust vas the decisive link in the syetem of industrial
edminigtration in the first years of the New Economic Policy, actually becoming
the controiling factor in questions of output, supply, marketing, caplital
construction, in the period 1926-1929, the trust gredually lost ons after the
other its former broad and universal powers. In matters of supply and marketing
the jrmstes wers completely supplanted by the syndicates. In capital construction,
specialized organizatione, such as planning, contracting and duilding, sfflciency -
methol, and assembly trusts 15137, goon concentraied appropriate powers in their
own hands, thus reducing the significance of trusts in the capital-construotion

R L £1e1d. The trusts retained the technisal managemeot of production, ut here too
PO e . the year.hy.wanr develomment of enterprise autonomy led to the gradual ysstriction
. of trust functions. A o ' '

The strengthened role of syndicates hed, by the end of this period,
puched aside tc e certaln degree not only the irusts, but also the main
administrations of the VSNKh, Under these circumstances the parallel
exiptence of the latter becems obviopsly unsnitable. The reorganization of
OO e ths VENED in 1929 wus effected by the unification of the syndicate system
o e el with the aygtem of VSMEh's main admipistrations lnta.tke eagociztion.

e e The associations were established on the basis of regulations with the
rights of independent organizatioLs, functioning on the principle of cost 3 o
ascounting acocrding to the VSNEh's planned objectives. The associations " .
defiued the scope of the trusis' powsrs as follows: in some cases they .
1imited their fumctions entirely to technical management of enterprises; in
other casee, vhere there was territorial distribution of & mltitude of enter-
S St prises, they left to the trusts the functions of trade and the financial,
T as well as the teckaical management,

There vas a reorganization of indusirial edministration in 1929 not only
in the upper lsvel (establishment of sasociations), but elao in other enterprises.
The decision of the Ceniral Committee of the Commmist Party of 5 December
1929 (Soviet Law 1929 No 339, D 29h) descrived the enterprise as the basic
T wnit of industrial administration. It was gtated in decision that "--- the

; R A, technical eervicing of enterprises, the proper orgenization of supply, & mOTe
+ R perfect organization of labor within the enterprises, the complete introduction
R of cns-man management of productfon, the creation of more favorable conditions
AT in snteyprises for the maximum activity of workers' collectives and for
: e ~ technical personncl, the selection of quaiitied administration, and & necessdyy
.. v : degree of independence. of Lue onterpriserare the basis for the futurs better-
A ment of the state industrial administrative aystem. "

Prior to this, the functions of the factory administration (d3xector), . A
the party, the trede union amd the ecouomic unite were sharply limited by a L o
Nentral Committos decision of 5 Ssptember 1929 on the mothods of regulating ; :
production administration and the ostablighment of one-man management. . o ..

h Both decisions of the Central Committee sevared the system of cze-men L
nt and created firm opsratipnal manugemeirt of industrial production.
As & result of the fulfillment cf the First Five-Yeer Plan, state industry R
beceme the only form cf iadustry in the USSR, The country thus sogquired
thousands of newly constructed enterprises; entire pranches of industry were
nevly crested; "old dranch” enterprises waie ra-equipped and greatly expsnded.
Reconstruction vas so complete that it meant virtuaily an entire renovation of
the 0ld branches of industry and the anterpriess. Hindreds nt large factories
apd scores of giaat planta appeaved, such &s metallurgical, machine aml AN P
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chemical works, and other branches of industry. In these new circumstances,
the o0ld forms of organitation of the administration of imdustry began to re-
tard its further development, Conseguently, a complete reorganizatiod of
the production administration was nesded. As models 7or such reform of the
state industrial managemesnt, the following well-known decisions of the SNX
(Conneil of People’s Comnissars) and the Central Camittee of the Communist
o : o Party were ussd: O April 1933 on "Work of the Dontass Coal Industry™
i (Soviet Taw 1933, Mo 25, p 148); 21 May 1933 on the “Organization of the
S Pit, Mins, and Trust Administretion in the Dombass™ (Soviet Iaw 1933, Ro 31,
P 1é2); and 21 Mey 1933 on the "Wages of Workers, Technicilans and Engineers
of the Donbase Cos) Industry” (Scvist Iaw 1933, Fo 31, p 183).

As & result of these dscisions the administrative arstem of the sntire
coal industry was radically changed. Mirst eliminated wers the decentralized
administoation of the mines and its inevitable corollary, scattered re- ~~
sponeibilities. .

. ¢ho managemsnt of production was accomplished on the principle of
reglonsl production, The sanager of the district (uchastok) receiyved
his produstion functions at the district level and became responaible
Por all the dietriot work.

e Likewige the syctem of equalizing waged was eliminated. Under-
e T ground vorkers begen receiving & higher vage than surface workers.
- B - In addition to the progressive wage gcals, @ system of wage inureases
for output ‘above the quota was established; premidiis weis inoreased for S .
tho proper maintenance of machinery and for their wointerruptad operation; e O
wages became propoertionately greater for technical-sugineering peraonnel S
occupied in the mines, as compared with such personnel employed in mine
administration; anl tkure were similarly greater advances in wages for
urderground personnel, as comparei with workers on the surface.

Prompt transfers were mads of the best managers and technical-
enginsering workers frea the trust apparavus cnd mine control units to
the mines, and from surface to underground work &t the mines, The tusk
. PR A of inoreasing mine worker persomnsl became the centiral probdlem of local
B NIRRT regional and district organizations. Tke selection and distribution of
- Ty personnsl and the imspeotion of performance were entrusted directly %o
the marsgers of the mines, to the heads of the mire administrations, and
to trust directors, upon vham ‘s placed the solc responsibility for per-
somnel work apd inspection of perfcrmance. Organized msasures fur the
LG ret11lding of the coel industry extended Tar beyood the framework of the
: SE e LT deciyion on the Dondass. They vere the funlamental (orgsnizetiohal) linke
LTS ip tno entire syatem of rebuilding the administration and control of state
industry. The tremendous tasks placed before stute industriss during the
“Becond end Third Fivc-Year Plans demanded the reorganization by the People's .
Commisaariate of the mansgement of enverprises. B

The apparatus of the united VSNEh was found to be wavieldy and un-
. SR sdaptoble for fulfillment of the taska required of industry under the new
£ [ Co oircumstances. W!th such a large numher of enterprises -- scae associations ) ‘ v
A inclnded 100.20C enterprises -- association directors could not imow their ) RS .
work, their possidbilities; anl their needs, resulting in their inability e
to supsrvise them rroperly. The division of the associations into smaller
units trausformed $Eem frow uuits of planring and management of all enter-
prises of o given district into units of management and aiministration of
only a group of enterprises and irvats directly subordinate to them. The
organization of several assooiations in separets branches of industry
broaght about cnce agein the meed to re-establish the VSNKh apparatus of
L btranch main administrations, iiquidated in 1929. On them vas placed the
N ‘ ‘ panagement of all organiiations, associations, trusts and enterprisos of
. the respective branchee of industry. Somo main adsiinigirations ver- again
: ' subdivided soon after their creation.
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. -In conformance with .the same principles of effecting eloser: relations - S T
bstween mansgement and production, by the 5 Jumary 1932 decree of the Soviet ' P
of People's Commissars and the Contral Exmoutive Committes, the VSKEh.ym8 -
: 2ivided fnto_three People's Commissaviats, the Eeavy, Light and Timber
: Industries.

In the newly organized Commissariats 'of the Heavy, Light end Timber
Indnstyriea, the regionsl prodmetion (profzvodstwonno-territoriyal 'nyy)
spperatus of these Cowmisgariais was orgenized on the prinsiple of bragch
production and regional production adwifidstratione. Hany wein administra-
tions were subjected. to farther suddivision to oreats flaxible and adspi.o.
atlo upits. Thus,.in 1934 there vas a subdivision of the Main Cotton
Poxtile Administretion of the Psople's Ccamiesariat of Light Industry,
vhich united 1% union trusts apd combinss with 179 enterprisss amd 350,000
workexs. At the same time the "Soyuzleszag” (Undon Timber Pmeurmnts was
1iguidated, 1t had embraced almost half the entixe productipo.

.

A8 a resuli of dividing the Feopie's Commissariat of Supply tnto. dwo
indepenient ccmmissariate, the FropTe’ 5. Dol nsexiielt of Food {nduetry was
created ¢n 20 July 193h.

L . On 10 August 1934 the nopweucmmmoﬂmawmmv:mmto
T boing in the union and autonomons regublics. These united the eiter-

R , xrises of heavy, 1ight timber ari fool industries of the union apd

ARy R : : sutoncmous republics.

" R With the activation ..of the People's Comsizsariats of Local Industries

G e 3O the responsivility of the oblast or kxay units for local industrial devel-
! 4 : opment inoreased to a great degree, making it possible f.> -the People's

Commissariats of the USSR to devote more intensive effort to the adminis-
tration of enterprises of importance for the entire UsSR, In recent years
1938010k0, espscially extenpive work vas carried out regarding the reorgan-
1zation of toe sdministration of u.1 branches of state irdustry, witkout
exception. The greater part of these organizational measures vas carried
out according to the decres of the 1Tth Paxty Confexerce, asstting up the
following fundcmental objective in the fieid of industrial adminietration,
"4o redse organizational leadership to the level of political leadership.”

1T. BASIC PRINCIFLES IN ORCANIZING ADWINISTRATION OF STATE II.USTRY

A. The Unity of iclitical amd Ecoromic Management

The most fusportant organizational prinoiple in the alministration of
Soviet State imiustry stressss the fact that political amd economic manage-
apat must be unified. In accordancs with Soviet principles eny organization-
al econcmic Question is decided, first of all, through the mobilization of =&
T a large group of workers as possible from all categories and trades on the
N REERILAN anthority of the consrete economic-political directive of the central govern-
Lo menta). and planning units. The quality of economic managesant, therefore,
18 measured not only by the correctness of the plenning dirveotive izsved by
) the mansger. but also by the extent to which this manager is able to organize
L the necessary persoznsl Tor éhe exscutikn of this diirective, to rlace them,
. und to eheck their worx.

This united sconomic-politicsl management finds its expresgion in &l11
basic nrganizational principlee of industrial administration.

B. Ono-Man Management (Yedinonachaliye) &'

The first aspect of this besic principle of organizaticnal adminie-
tration is the naceesity of one-san management. This 18 a system of pro-
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-.duetion atministration under.vhich each worker. is. whdlly accountable for
the work aseigned to him and is responsible to one specific person. One- . -
man pansgement hag been and remsins the de¢iding factor since 1920 of ’
organized indusirial adminigtration in all stages of its development.

A whole series of party and goverpment decislons on the siministrative
problems of state imdustry establishes a concrete basis for applying the
privciple of ons-man mansgement and corrects the errors mede in this re-
gpest by individual groupe of economic lesdsrs. In thege declsions, an

2 espscially importsnt part in the development of estate industry was played
s Sie : by the decision of the Cemtral Comittee of the Commmist Pavy, on 5 April
e . 1929, on "Measures for the Regulaticn of Prodwctfon Administration and )
Batablishment of Ome-Man Managemsnt."” It established the necessity for the
introduction of ons-man management into all levela of industrial adminis-
tration and particulagky emphasized the rols of the divector as a cne-man
manager, carrying complete and direct responeidility for the execution
; of the industrial ani finencial plan &l 67 ell essigrmenta.din production,
e L wiiie possesming cumpieie wulliorily for admimislza®ive arramgsments 4m tho - -

onterprises.

Ons-man management presupposes strict demarcation of the responsibilities
of tho efmintstretion, and of the party and trede-union organizations, in all
i lovels.of administration. The entire operational activity in f.lfilling
it : planned. tasks 1s directly corducted by the administration, add neither the
DR - porty nor trade-unfon organizations are to replace it in this field. The
‘ T chief of the shop, the dirsctor of the piant, the chief of the main

aiministration, is sovereign eacls vithin the limits of the duties entrustsd
, 4 to him, and public organizations havs no right to interfere in his arrange-
s LT e ments. Their tagk 1s the direct political leadership amd scmammn’si sducalion

o R of the working masses and of the intslligentsia of productiom. "Alemg with

i : thir, the production enterprisvs' party organizations, ty decision cI tae

18th Congress of the Commmist Party, have the right of checking on the
activity of the administrsiors.-

In 1938 1ir one un!t of the administvation of industry, bamely in
: the management of the People's Comzissariat, boards were introduced. How-
: Bl ever, the introduction of becards by no twaase alt=rs the principle of one-
T R WAD mansgement. The boards are needed to guarantee high quality in the
v Rt decioions adopied by the single manager, the Pedvle's Coomissar. Further-

v mcre, the People's Commiseariat boards have no powesr o meke final decisions,
sinoe the entixs rasponsibliity for a final decision, w3 before, is carried
singly by the People's Commissar. The “smbers of the braxd have tae right, in
cases of dissgresuent with tlLs decision of the Pecpls's Commissar, to appeal
their sase dufore the Council of People's Commni rars.

C. The System of Administration in Production

Th: principle of ons-man-management in industrial, administration fimds
a more specific application in the so-called regiona). production syatem of
edminisiration. Adminigtration 1s divided into the functional and the
regional prcduction eystems.

The functional system of administration means "... the decentralization
of adkinistration {n & mmber of divisions and sectors and, as a consequence,
the absepce of operational ccntroi.” (Resolution:. of the 17th Congress of
the Commmaist Purdy.) Such a system in Soviet state industry is harmful,
violates the fundamental prinoiples of edminstration discussed above, and
results in decentralization and 1rresponsibility, complete disorder, and
the estrangemsnt of administrators from the mass of industrial workers. . »
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Such a systen existed. in. the TSR ir.n musbor of tranches andlsvels ‘of 'induaw
trisl administration until the 17th Congress of the Commnist Party. In the .
snterprises, trusts, People's Commissariats, etc., there existed a lerge number
of &ivisions (otdel}, each of which was respensible only fer a smail ssctox
or e narrov function of the work. For exampls, the production planning
division 1ssusd the program for the shop, the economic planning divisson
deofined the qualitative imdices for this division, the wege econcwy L T )
(tarifmekommicheskiy) sactor of the division of labor ecomomy et the . i 4
S . wvages and quotas for the fulfillment of this DProgram; the technological . ' Sy
S Planning was provided by the division for production preperation, hlia-

: mrinte by the construction bureau, materials by the supply division, the

nscessary manpover by the divieon of employment, stc.

. R Undexr such a system the chief of the shop, instead of being the orgenizer
| of production, becams & kind of foreman and & med jator, wasting all or mogt of

hie time In coneiliating and coondinating & plan smong all of these divisions. ' X

The forsman and brigadier, hsad of a workers' brigale were in no better e R

eftuation. The regins of the funciional system even deprived the director o o

of the enterprise of individusli ty. Tustead of actively mansging technical

e . yrocedures and the Pinances of the enterprise, the dircctor entrusted the

T nenagoment of each of thess functions to certain subsititutes or apgistanta,
e o> nmber of wkLich was sometimes as great as 1k or 15, while he himgelf

engagsl In "geseral management,” actually not stresaing any problem.

The funotionsl system of adninistration, described atove, appearod in
an espacially inadmissible form in the coal imlustry. The administration of e
‘the Bonbaus coal mine imt1l 1933 was divided among 22 chiefs, or managers, ‘ .
usnely: (1) manager of the mins; (2) the chief engineer; (35 manager of : |
mining oporatlons; i4) manager of capital operations; (5) manager &4f rational
procedures; (6) manager of technical standardization; (7) manager of the
Fﬂuation proceas-planning sector; (8) mansger of the wage economy sector;
9) manager for safety techniques; (10) manager of mschanization; (11)
y B menager of tho mine-surveying bureau; (12) manager of concentration; (13) r-...
G S mnager of traffic; (14) manager of ventilation; [15) manager of techuical
. S yropagenda (tekhprom) /sic/; (16) mensger of the plamning department; (17)
manager T the finanoial dspartment; (18) chief bookkeeper; (19) mansager of
the communal housing Aepartment.; (20) manager of the stablec; (21) mansger
of economy (khozsystvo); and (22) manager of the storerpom. In addition,
almost nors of thess xanagers worked in the minse itselt, thut is, undergroum,
but sat in the plant administration bullding, ard had & specicl repressutative
in the mine. It 1 easy to understamd how such a structure of alministration
Ld to a complete mudd)s and functiociul confusion. The decicion ¢f 4ke Contryl
Coamittes of the CommmistPhrty and the USSR Gouwicll ofFeople's(Comttsrars
e i of 8 April 1933, "Concerning the Work of the Donbags Coal Industry," )
» LR oliminated this absw¥ system. The entire direct administration of coal
: +  extriotion amd removal fram the mins was concentrated in the handg uf the
uine manager and his deputy, the chief oengirser; thersty a-mmmbder of .um-
necessary departments were liquidated. Sometime later, the 17th Congress
o of the Communirt Darty adopted a decieion: "To 11quidate the functional !
-~ . system in the struciure of all Soviet economic orgenization amd to reorganize oy DRI - -
’ o it along the lines of regional production, starting from the lowest production L :
leveland ending with the People‘s Commissariats."”

The ~emains of the functional system muat be rewoved from all edminis-
trative loveln. Thie does not mean, of course, that all functional gestors
must Do liguidated. A mmber of important administrative functions, for
eo>ample, plamning, financial management, manggement. of supply ani marketing,
otc., should be entrusted to special sectors. But there should be Tev of
these seotors, amd they should rlay a seconiary roles, giving no direct
orders to lover units. In Soviet State induetry at the present time the . G .
regicnal production system of edministration dcadnatss. Under this system : T ..
avery branch cf industry. embrucing the entirs state or particular fields; T "_
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sach enterprise, shop and divison 1g tesponsible tq only one head; the
agencies of the industrial edministration are specirslized by brenches

of irdustry anl regions, while within the enterprises they are gpacialized.
by apecifically designated produstion divisions. The production aystem ctf
industrial edministration at the present time is composed of the following
basic echelons: People's Commiugur, Chief of the Main Administretion,
_trnet administrator (upravliyayushchiy), pizat director, chief engineer,
chiaf ¢ the shop, forsman {"magtex"), brigedier, and worker.

Bven though not all of these are racessary, yet all of them exist
in the majority of branches exd enterprises, Strict sdherence tc the
principle of oriegman management, definite responsibility for the work
of gwery unit, are characteristics of this system. '

D. The Operaticn of Mausgement

"he most important feature of state industrial alministration is
the qptmtic andl continuous consolidation of the alministrative organs
and the bagic it of industry into the enterprise, One-man management
in fpdustry 48 practiced in such a way as to eliminate the gap betwsen
the dngisions . of the administrators anl their dirsct exsoutors, so that
any ‘soonomic task can be anderetood amd belomng not only to the ons wito
Plans 1t, but aleo to those who execute it. Krperience has shown that
the beat methods of bringing sdministrative units closer to dafinite
operations are: '

1. Liquidation of a Mul{iple-Link Mansgemont:

Until 1932-1933 the mmlfiple:link-yybtemc? administrotion pre-
vailed in USSR industry as follows: (a) the Psople's Caumissar; (b) Chief
of the Main Administretion; (c) Adminietrator of the Assooiation; (d)
Auinistrator of the Trust; and (e) Director of the Enterprise. By 193
assooiations were abolishel elmcst everyvhere, and a whole series of truste
were 1liquidated. At the present time, in the majority of branches, a
gystem [revails under wvhich the enterprise &frsotdr is directly responsible
to the chisf of the main administration. In some branches, still mrt
suffictently strong in organization, or very camplisated in the structure
of the dbransh, or in vhich a large number of enterprises exist, & trust 1ie
o;:gnnﬁod between the main sdministration ard the entarprise. An additional
110k between trs trusts anl the main administration in the coal ard petrvlsum
fudustries i3 the admiristrative combine. In some cases an enterpriss with a
large wziety of products comnected with a mmititude of varied dranches, oan-
not be subordinated o parrovly specialized main sdministrati-ne. “nen the
director of the onterpriss is directly responsibls to the Peopls's Com-
missariat. ©

The elimination of mmlitiple-1link mansgement involves ths simplificatfon
of all links of administration. Until 1934-1935 the number of divielons and
geotorn of a mein administraticn was almost equal to the corresponding mumber
ir ke People’'s Commissariat. The trust, in turn, wvholly repeated the structure
of the main siministration, while the plant repeated the structure of ths <
trust. Moreover, in the lover levels of sdminigtration a mmbder of divisions
and sectors are unnecessary (for instance, the divrision of capital comstructicm,
burean of prices, etc.), while ia the upper levels there is no nacassity for
repeating scwe of the parts of the plant adminigtration (the planned distri-
bution bureau, for instance). The simplification of the structure of the
upper and lower levels of alministration has permitted the transfer of a
sonsiderable portion of technical and engindering personnel anmd other menagerial
workers to enterprisee, shops axd sections (uchastok).
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2, -Division of Ecopomic _Umits Intc Smaller Cnes

The subdivison of administrativewniitsis very important in o
effective managsment. This subdivision has been systematically caxrried
out by the Soviet government over & period of yeers. In Desember 1917,
the newly organized VSFh embraced il management of all ‘oranches of
ecopomy, £rom which 1ts vame is derived. But in 1918, the VSHEh was
$reneformed into & Pecple's Commimsardat of Industry, exlsting aloag with L
the other sconomic Psople‘s Commissariat. R

Tn 1930 the food industry was teken from the authority of thre
VSNEh and given to the People' s’ Coiminsériat ol Sppply.In 1932 fwrther
subdivigons 6f the VSNEKh took place, that is, the management of light
jrduitry and the timber ipdustry was given to an indepenient Peopls's
Commissariat, vhile the remaining psrt of the VSKEh was ¢onyersdd:dmto
a Foopie's Comeissariat of Heavy Industxy, and wag latar suhdivided into
3ix more .industrial Commissariats.

Tn 193% wers formed the People's Commissariate of Locak Industry
of the unfon axdl of the autonomsus Tepublics. Ta recent years, subiivision
88 been executed with great intensity.

At present timsyihe number of All-Union Industrial Peopls’s
Cormissariats has reached £5, ssyen of which ave wnjon rejublicy ihat 18, .,
they exist in the USSR Council of People's Coumissars and ales in the
Cound1l of People's Commisgars of the union republica. The over-all
oumber of main edministrations hae greatly increased, approximately 8-9
times in the last 10 yeexs.

The extent of eubdivision in somo mein administrations is 11lnstrated
by the following example: the ol Clavmetall of the oivil war period covered
a fieid of products corresponding to that of 127 specialized main sdministra- -
tions in the early part cf 1939.

E. Cost Accounting

One of the primary orinciples of industrial administretion 18 a strict
and syslematic jwropedure of cost accomnting. At the present stege of in-
dustrial sdministration, cost accounting implies the independsnce of
oconomic units in their operetional work of executing planned tasks, baged
upon the opportunity of commanding all necessary materiales and sources for
the fulfillment of thess tasks, emd upon strictly defined material re-
sponsibility for the results of economic activity. Cost Z.counting, meking
conorete and defining precisely economic tasks to a very high degree

tees the obssrvance of individval responsidllity in sdminiastrantion.
Cost eccounting means the direct material responsibility of an enterprise
for the results of poor mansgementi. In the same way, 1t muarentees the
oontrol of the ruble over indusirial operations. Concwrsently, 1t guar-
antées the material interest of worksrs of an enterprise in the results
of their work, eince the esiabliehment and size of the so-called "director's
fupd," comtributing to the material improvement of the 1iving couditions of
the workers §¢ the enterprise, deperds on these mmeulta., Cost accounting
is the fundsmental msthod of administration used in state industries at
the present time. The entermrises are allotteic yesourees necessary for-%ke
fulfillment of the plan and ére given s definite .gphare of independence.
Cost accounting is of material interest to the workers in filfillingrand
exceeding the established industrial and financial plan as to quantity,
quality, assortment of goods, time involved, and cost of productiom.
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Vo TRt worker g resals the =atablighed quots releives a highsr. vace.

By exceeding the plen for accumulation, the enterprise not only betters its
finencial position and gives a large sum to the state, but raceives the op-
portunity to create & mpecial fund, the “director's fund," fiom which are
deriv~d the sdditional -expeiditures for bettering living corditions of the
workers of the snterprise. At the present time, cost accounting is penetrat-
ing 1ato all branches of economic work and administration of the USSR state
industry. )

On the foundations of coi: accounting the operations of the enterprise
a8 & whole as well as the mutusl relations of the enterprise with shops ard
snbeidiary enterprises, ani of shops with each cther ars erscted.

ITI. ORGANIZATION OF STATE INDUSTRY IN THE USSR

a vkl il Mo o
o Organdzational Types ©

At the present time five different types of organization of State
industry exist: (1) Union (industry responsible to the USSR); (2) Republic;
{3) iocal (responsible to the cblast, kray, city, rayon amd village Soviet);
(%) Industry of Wonindmetriel Psople‘'s Commissariats (all levels of smborii-~
umbton);; amd (5) Cooperative (industriel and consumer).

These five forms of organization msy be further distinguished by the
following: (1) The deatimation of the products and extent of their distri-
tution; () The indepemlent or suriliary nature of the branches; (3) The
varicus sources of raw material supply -- local, imported from other areas,
otc.; apd (4) The degree of organizational preparation.

The Union industry includes those branches which occupy a leading
IR Pplace in the Imdustrisl plenanmd whose products are ussd by the mmerous.
T enterprises Whroughontt the entire territory of the USSR,

Tho Republic industr, inciules enterprises which have a considerably
memller marketing ard supply turnover.

The local industry has, as its task, the utilization of local initlative
to furnish locel needs and the develomment of local resources. It includes
for the most pert industrics working on local ruw materials and prodvcing
goods Yor local consumption.

The Indunstry of Noniniustrial People's Commissariate includes branches
of an auxiliary nature serving some other nonimdustrial branch of economy,
as fo° instance, transport macline bBuilding in the People's Commissariat of
Trammpartation vhich primarily concerns the repagr and manufacture of spare
perts, or the shemical~pharmacrsutical imdustry in the People's Commissariet
of Heelth, etc.

The Cooperative industry inciudes branches which manufacture wares,
goods and wildely used products from waste products of union and repubdlic
ipdustries and f£rom locally obtained iaw materials. It aleo includes re-
pair and restoration enterprises, arterprises of transport construction,
furat ture 2enufactww, etc.

B. System of Mministrative Orgens in USSR State Industry

The system of wanagement and administration of industry ie established
as a resuit of tho subdivision of State industry into all-union, republic,
local, and cooperative fcrms, and tbe necesalty for strict subdivision of
managemort for branches aid enterprises witkin: different types of industry.

In the system of stats administration organs of the USSR 25 irdustrial
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Pgople's Comaissariats have been organiszed, 18 of which in varicus branches
of heavy industry belong to the All-Union People's Commimesriste, and ssven
in brenchss of light, food, timbér and construction material industriss be-
long %o Yhe union-republic cozmissariats,

SR In the system of state administrative cragane of the Unifon Repudblics,
S : thore were ostablished People‘'s Commissariate of looca) industry and local
e i fus) industries belonging to ths republic Psople’s Commissarists; ana
Unfon-Bepublic People's Comilesailats for the food, meet and deipw, and
fish industries, and the light, textile, timber, and vomstruction materials
industries (the latter ouly in the RSFSR and Ukrainian SSR).

. In the system of the stats administrative organs of the autonymous
republics, People‘'s Commissariats of local industry cnd administrstion of
lescal fusl indusiry bave been established. The People's Commissariats per-
taining o the different induatrial branches mentionsd above are being

- - 2 - - o~ dmd o B - e aae —— P g - Yoo . P
sstablishsl sscarlling 40 dhe special chsrecterisvics of 3hs Repuviio’®s

eoconciay and with the approval of the Supreme Suviet of Union Republics.

In the systesm of kray or obvlaet executive ocmmittesa, divisions {otdel)
of lesel industry, ap aduinistration of bnilding miterials industry, ard an
edninistration of local fusl industry hive taen formed. In eddition, in
agoordence. with $hg-apscial ckaractorietios of the kray or oblast sconcay
and with the epproval of thé spproiriste Paople’s Commissarists of the Union
Republic, divisions or alministrations of light industry, textile industry,
food industry, fish industry, meat and dairy industry, and tisber industry o :
have been established. . R

. - In the system of reyon and city executive committees, rayon and oity
divisions of Jocal industry have been formed in accordance with the special
charscteristios of the city's industry, and with the approval of the kray
or oblast Soviet of warkurs' deputies. In ASSR, hgyever, these are formed
with the approval of the Suprems Counoil ox' the ASSR; in Union Republics
not having & kray or oblast division, they are formed with tde approval of .
the Supreme Soviet of Union Repudlics, .while in the oity they are formed
by the decision of ths city goviet itself.

C. Industrial People's Comaissariats and Their Internal Structure

-1
The highest unit subordioato to the wnion and repudlic .in the stats
1ind isl administration is the indusirial People's Commissamiat, The ™
USSR titution defines three categories of indnstrial People's
) A Commiccariate: (e¢) All-Union People's Commiesarists (18 in number); (b)
. L Union-Republio Poofile’s Camissariats (7); avd (o) People®s Camissariats
responstbls to the repudlic (2).

» RS In the on%nnbuo-, there aro Enion-Republic and Bepudlic Feople's
camigsariats, that is, nine industrial People's Commissarists. Some Union-
blioc People’s Commi‘ssariats do not sxist in a number of repudblics. Tke
Coamissariat of the Timder Industry, for instance, is absent in the Usbek,
Tadshik, Turkmen, and Kirgi: SSR.

- Industrial People's Commissariats are unites of strte administration vhich

mansge specific branche¢s of indusiry. Along vith this, the industrial
‘cammissariat is an economic unit vhich exeoutes production assignments
and other taske on the basis of cost accounting. Cost accounting, however,
does not directly enter into the scops of the people's ccomissaript®s
aotivities, dut ie¢ transferred to epecial cost accounting wnits, sus

R ‘ ' as main administratiocs of eupplies and marketing, asseciations, offices

L (kontcrs), eto At tho head of tho industrial Peopls's Commissariat e

the Feople's Commissar, who, in confoarmity vith articley 72 and T3 of the
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USSR Constitution, mansges the entire activities of the branches subordinate
to the commissariat, Within the scope of his compwienmcs, he lasues orders
end instructions on the basis of and in the execution of existing lawe or
duoisions of the USSR Gouncil of People's Commissars, checks om their
sxecution, &nd appointy cuonomic and teohnical managers of main administra-
tions and divieions of the commissariat, separate large trusts, and
snterprises.

Under the Psople*s Commissariat, there is the board of the ccumiesariat,
coampossd of deputy oomssiesars and other executives. The board sxamines all
vagic questions comcerning the prospective and yesrly plans of the branches
of industry under the commiasarist and the most impartant opersticnal ..
probleas of mankgemsnt, and executesthe checking of perforsance, selection
of poreonmel, snd Giscusslon of %he accounts of looal agencies. The.
toerd varks under the shairmanship of ths commisear. The council and the
aktiv (ective membership) of the commissarist are agencies for the mobili.
ssbien of lurge groups of vorkers In the econmuic f£iald for the repavation . . .
of pland; or the discussion of plans alrsady foarmulated or of verious im-
portant measmres of a given branch. The coubwil 1s permansnt in com-
position, as spproved by the Comncil of Psople's Cosmissare. It s
ecmpossd of the principel sxecutives of ths central oontrsl of the
célunigsariat, mansgers of the largest enterprises, repressntatives
of ‘the leading tecknicsl and engiseering perscmmel, the best vorkers,
oto,  The camposition of the akiiv of the People’s Comniamiriat is wame,
flustusting and ~mmeli broader. Tte purposs is the bettir utilization of
the ‘experience of workers on the lower levels and the development of
sriticism and self-oriticiem, In the majority of People's Commissariats,
directly under the ocmmissar is organized the main inspectorate, or ocentrol-
ins g group whioh examines the execution of the various important
meagures of the oammissariat. In the campesition of the industrial
oommissarigts technical counsils operate which conduot consultations on
technical designs and estimetes, evolve measures for the proper ievelop-
ment of technical training, and control the work of sclentific research
institutass.

The fundamental parts of the central control of the industrial
People'c Commissariat ae the branch-production, or regiomal-produotion,
main sininistrations, the so-called "glavki." The commissarist manages
a specific group of inlustriel branches (for exarple, the People’s Com-
nissariat of Light Industry) or one large branch (example, the People's
Commissariat of Ferrous Metallurgy); the main administrations manage the
individwal dranches, sometimes vory limived in scope,

- In the compdsition of the commiseariat's central ocontrol,along vith
the main administrations, there are subsidiary functional administretioms,
divisions, and sections vhich play an auxiliary role in relation to the
min edministrations. The main administrations are not subordinate to
the funotional divieions, but only to the commissariat. In this respect,
the prezemt struciure of industrial People's Ccmmissariate &iffers oon-
sidersdly from the structure of the VENEh in 1921-1929, when the trusts
and syndicates were subordinate to the GEU (Main Economic Adminietratiom),
THOGPROM (Central Administraticn of State Industry), PTSU (Flamming,
Teohnical and Boonomic Administration), etc. These elministrations,
eash in its cvn fiell, controlled the operational ectivity of the aain
administraticns, trusts, and syniicates., At the (rosepi time, functional
divisions do not oontrol-the main administrations and play only an
auxiliary part in relation to them.

The Plarning Division (administration or sector) provides an extreme-
iy funotion in planning for a& branch of industry. The Planning
‘ Division of the People‘s Cammissariat slaborates on the current and
T Wespective fiepartmsntal plans of the cammissajpt vith a dreakdown
' ' pocording to tmin sdministrations, vhich subsequéntly are ratified by

o ’@‘t’“h‘n — .
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the gevesasnyt 150y o ruion in the Stats Planning Committes and ‘in the
Ecope@is Couns i of wansil of the People's Cammissars. AL the cams
time Lhe pixrinang teas examine and pressnt for ratification to the
Comniasar o) [ srisas, either in their originel foarm or sum-
marized by main e serations.

Auother tary fwmportsnt “functional divieion of the Commimaariat ig the
Finance Divigion, Tris divislon organizes the Wwmpolal operations of the
respective bimnches of industry, draws up & preliwminary finapcial plan for
21l the sublivisiuns of the Commissarist; establishes & survey of the main
administrationg finsncial plane, and finally, by exsmining the Pimancial
operaticne o the main adninisirations and enterprises, exscutes this plan
in the opar&ticHal werk of the Commissariat. This division alse controls
the financfng of cepital operations smd devellps the plan (proyekt) of
sale (otpualney} prices fow products of & given branch of industry. All
important aconemic functiona of an indnatrial branch are smbodded in these
or other finan:ial measuras,

The Diviefon (or Main Administration) of Supply end Marketina
ostabtlighen a tis betwsen a given branch and other ranches, betwesn its
suppliere and the conmumsrs of 1ts products, and also between plants with-
in @ given branch. Througn 1t pase all orders for supplies of raw materials,
othm wateriale, and equimwent, and arrangemsnts ¥si the distribution of
productien. It elaso directly jerticipates in the compiling of inventories
in o 'given branch. In the People’s Commissarist of Light Industry, the
Coamissariat of Food Industry ard a number of other commissariats prolduofug
congizer guodm, thers ars alsc special trade divisions not found in the
coemissariats of heavy industry. This is explained dy the fact that in
the majority of ceses the yroducts of the cammissariats of heavy industry
do not enter the open murket, while the comsumer goods prodused by the NKPP
(People‘ts Comaismariat of Food Industry), NKLP (People‘s Commissariat of
Light Industry), etc., do emter the ccumercial market.

The other functioral divieions are more specialirzed. Among theses,
the divieion of capitel comstruction should be mentioned, which is not
found in all comnissariats; Ju sams, the planning of oapital oonstruotion
is centared in the planning division, Operational maragement of industrisi
censtruotion {s provided vy the People’s Commissarist for truction.
The ‘capital corstrustior division draws up the composite p of capital
construction of the comlasariat, controls the rrovision of designs and
estimates for conetructien, checks on the motusl carrying ont of oapital
operations and on the viiliirstion of new basic funds. In scme comiesariats
there ure mpecial technicsl 11v? ~ for the various branches of industry
under the jurisdictisn of the comm. 4st. For example, in the People's
Commissarjat of the Textile Lidustry there is a technical division of the
cotton texttid Industry, crgmaired by special decision of the Council of
People’s Ccamisears, and a %2chnical divieion of ihe linen industry.
These technical Aivisions ri-e concerned witk tis viaaning of technical
developments, the solectior. of types of equipment, the drafting of plaus
for technical processes, with questions of the selection ard econcmies in
the nse of rew meteriais, planning changes in the assortmsnt of goode, im-
proving the quality of produsta, oto, It also establighes ths rules of
technioal wxplaitation ayd drefts suitable imstructions.

Individnal Pesple’s Commissariata (for example, thes People‘'s Cam-
missariat of Geceral Mechine Jonstruction) have oreeted in their apparatus
a preduction division corcerned with the operational mapagement of wark
withiy the main alwluistraifons, trusts aod enterprisesw;uch a Gepartment
does not have Tunctional suaracter and is for the direct essistance of the
People's Cumissar.
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5. AlyUnion Infustrial People's Commiaseriats of the USSR
The following People's Commissariats, according to the Constitution,
are inoluds? in the AllJUnion Industris)l Peopls's Commissarists of the

: USSR
I 1, Potroleum.Industry (Haxrkommeft* )
K 2, Coal Industry (Rarkomgol® )
3. Eleotric Power Plants snd the Elsotricel o
Indnatry Farions1ekt: )
9 k, Parrons Metallwrgy ; harmet :
o 5., Renferrous Metellurgy (BarXoutovstmet )
e P ' 6. Chemical Induatry : { Wikt improm )
PR : 7. Aviation Induetry ‘ (Raxkounricrren)
8. Shiptuilding Tudustry { Rarkomend pioom )
S 9, Dok Industry. ( Rarowtankopron ) _
- 10, Fubber Inmdustry » A o Bl dnreem). P SRS (T
11, Peper end Colluloss Industry {Herkcabumpres j REEAEE :
‘12, Mumitions __ \
13, hrmeament
1k, Koe¥le aymemoent i
15, Mstkfte Tool Building ‘ { Boxkemataniopres)
16. Beavy Nachine Building iwmmma)
17. ¥eldiva Meohimé Building  {Earkenaredmash)
18. Gemsrel Maskine Building (Harkomobshommah )

e e The USSR Pecple's Coamisssrists for branches of heavy indmiiry control. the
T R industries under their Jurisdiction. ’

An @1-gioa Jolustrial Pecple's Ccmmissarist fulfills the following
functionss: .

1. Mmuinisters dependent lranches of heavy industry; meneges the form-
i ulation and fulfillment of mroduction and :_ pancisl plans ratified by the
o IR fovermasst; mavages the formulatien apd exeoution of major coustruction plans
. Sl retified by the government; cnd appoves designs and estimates of construction;

2, Organites techmical and material supply of produstion and con-
structiely :

. RS 3. Mavages product distridution of aprropriate branches of heary
L o : industry and the execution of assigned produstion plans ratified by the
ok SR goverment;
N, Provides technical aid and comsultation to trusty and enterprises
on important technical questioms; pleces new technical procedures, improve-
msats snd invontioms in the enteryrises of heavy industry; gives oopyrights B
and patents for inventions; - EREI .

. 5, Appoimts eccnomic end technical mammgerr of mein aéministrations,
trusts, anl enterprises; carries out the preparation ¢ teckniocal and
soonmic personnel through VIUZN (aigher techniosl school), techuioal
schools, and courses;

6. Direots questions of organizetion and stande XEETINTRSY diviuilt BT
wages. accomplishes the organisaticoml selection of wvorkers' corps;

. 7. Mamages schobls, sciemtific research and project imstitutions
i1ts system. »

The local units of the People's Commissariate are either representatives
appointed by them or trusts.
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In. the spparatus of the All-Uniom Industrisl Peopls’s Comxissariate,
the main adzinistrotion is the Cundamental unit thrwah vhick is sccam-
ahed the direct afministration of emteririses (two-unit system), or
- traets (three-unit sysies), or oobives and trawts (fenrewnit unm).
- She  two and three-unit qﬂm are move widespresd, The four vait systes
am found ‘ebly in exceptiomsi ceses (far omaple, the People's Cemmissariat
L ol dhe cgcl Tedustry and the hapla'l "amissirist of the Petrelow
Iulmm .
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